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Congressrequested that statutory Inspectors General report on
management problemsat their respective agencies. TheFEMA Inspector
Generd reported on 10 management challengesat FEMA. These
challengesare acknowledged by FEM A managersand actionsto address
theissuesareunderway. Elementsof the Annual Performance Plan that will
contributeto solving management problemsarereported below.

*  GPRA Implementation. The Officeof Ingpector Genera
(OIG) isclosdly monitoring GPRA implementationandis
satisfied that FEM A ismaking aconcerted effort to createa
performance-oriented cultureintheagency. Tomaintainthis
impetus, FEM A must continueto stressthesignificanceof this
initiative and recelve sustained support from leadership. FEMA
created basdinesin FY 1998 for the quantitative goalsand
performanceindicators, has produced annual performance
plansfor fiscal years 1999, 2000, and 2001, and ispreparing a
performancereport for March 2000. GPRA representatives
have been designated in each of FEM A’ sregions, offices, and
directorates. FEMA hasimplemented aquarterly performance
reporting system and usesit asone measure of senior
managers performance. Annual Performance (AP) Goal
E.2.1(3) focuses on agency performance.

* Financial Management. Although FEMA hasmade major
financia management stridesover thepast fiveyears, moremust
bedoneto ensurethat FEMA'’ sfinancia management systems
and operationswill becapableof routinely producing accurate,
relevant, and timely datato support ongoing program
management and accountability decisons. TheOIG' sahility to
conclude, after severa audit adjustments, that FEM A’ sfisca
year 1998 financial statementswerereliablewasamark of
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progress. The Ol G notesthat thereareinterna control
deficienciesthat could haveanimpact ontherdiability of
accounting information needed to report financia data
throughout theyear. AP Goal E. 1.1 focuses on financial
management systems and operations.

Information Technology Management. FEMA relies
heavily oninformation technology (IT) resourcesto accomplish
itsmission. AlthoughFEMA'’suseof I T improvesthe speed
and accessibility of operations, it also createsadditional risks.
TheOlGiscurrently auditing FEM A’ ssecurity management
program. BasedonaY 2K preparedness audit, Ol G expected
FEMA topassthe Y 2K mark without significant problems.
Other IT chalengesincludequickly incorporating changesas
they are needed to the new National Emergency Management
Information System (NEMIS) and making adjustmentsthat are
inherent to any new system. FEMA also must continueto
addressthe need for aflood insurance processing system that
will reduce dependence on contractors, move safely and
securely toward el ectronic commerce; and objectively evaluate
the effectiveness of recently added systems. Maintenanceand
operationsof dl sysemsinarapidly changing I T environment
will continueto challengetheagency given FEMA'’ slimited
resources. AP Goals P4.1, M.6.1, RR.3.1, E.2.1(1), and
CS.1.1(3) seek to address these concerns.

Grants Management. FEMA has made notable stridesover
the past two yearsin grants management. Prior to FY 1998,
FEMA did not have agrantsmanagement structuresufficient to
ensurethe stewardship of federal fundsawarded to States.
Although improvementsarestill needed, the Ol G issatisfied
that FEM A ismaking aconcerted effort to respond to the audit
reportsand improveitsgrants management capability. The
CFO initiated agrants management improvement study in 1997
and isre-engineering the processfor managing disaster grants.
Improved policy guidanceisbeing written and distributed to the
regionsto clarify and standardize procedures. Trainingand
credentiaing are being implemented for grant managers. The
grant closeout processisgetting additional emphasisand
gaffing. Oncedl theinitiativesarein place, the OIG will close
itsoutstanding auditsand discontinueidentifying grants
management asoneof FEM A’ smg or management challenges.
AP Goal MP 1.1 specifically seeks to address this challenge.
Activities in the Mitigation and Preparedness Directorates
support MP.1.1.
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Program Challenges

Disaster Response and Recovery Program. TheDisaster
Responseand Recovery Program faces several program
chalenges, including managing thelarge disaster response
workforce, controlling the spiraling costs of disasters, and
maintai ning theintegrity of themany disaster financia assstance
programs. FEMA isaddressing theseissuesby establishing
comprehensivetraining and accreditation programsfor key
employeessuch asfederal coordinating officers, infrastructure
specidists, human services speciaists, property managers, and
financid managers.

Theproblem of reducing disaster costsisbeing addressed.
FEMA hasdeveloped new automated systemsand disaster
ass stance management processesin an attempt to reduce costs.
Eligibility isbeing defined moredtrictly through regulatory
change, and Congressisdrafting legidation that will address
many of theissuesidentifiedin OIG reports. Theseactions
should result in cost reductionsbut moreneedsto bedone.
FEMA hasproposed arulethat would requireinsuranceon
publicfacilitiesbut hasruninto strong resistancefrom States.
Theoutcomeremainsuncertain. Theissueof insuranceis
critical todisaster cost containment. TheOIGisplanningto
review Public Ass stanceinsurance requirementsin early 2000.
It aso should be noted that the Agency isdeeply committed to
thedevel opment of partnershipsamong the publicand private
sector to build disaster res stant communitiesand ingtitutions
that will helpto offset the spiraling costs of disaster response.

Finaly, FEMA isemphas zing theoversight responsibilitiesof
disaster managersat al levelsfor ensuring compliancewiththe
termsand conditionsof mission assgnmentsor disaster grants
involving debrisremova. TheOlGasoisreviewing FEMA'’s
DebrisRemova Programin an effort to identify needed
improvements. Means and Strategies for AP Goals M. 1.1
andRR.1.1, 1.2, and 1.3 are directed toward improving
response and recovery operations and holding down costs.

State and Local Preparedness Program. TheOIG sMarch
1999 review of FEM A’ s Cooperative Agreement Process
revealed consderable progresssnce FEMA’ sfirst report in
March 1994. For example, FEMA has consolidated numerous
individua programsinto onegrant that will amplify ddivery of
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assistance and provide moreflexibility to the Statesin using the
funds. Measurement of State capability, however, continuesto
present achalengefor FEMA managers. FEMA has
developed adraft Capability Assessment for Readiness (CAR)
modulefor useat thelocal level. Thisisastepintheright
direction but more needsto be done. The assessment process
also needstoidentify Statedisaster assistance programs,
determinehow large adisaster aState can handlewith itsown
resources, and measureaState’' sfinancial capability to respond
and recover from disasterswithout federal assistance 4P
Goals P1.1 and 2.1 seek to address assessment challenges.

Flood Insurance Program. TheNational Flood Insurance
Program (NFIP) presentschallengesfor FEMA. Thefirst
challengeistheprogram’ sfinancial soundness. SinceFY 1993,
the program hasincurred operating | osses of approximately
$1.56 billion. Twomgjor factorscontributeto thefinancial
difficultiesfaced by the program. First, the program by design
isnot actuarialy sound; it doesnot collect sufficient premium
incometo build reservesto meet futureflood losses. Second,
the cost to the program of multiple-losspropertiesislarge-
about $200 million annually. Current FEMA studiesand
anaysesareassessing theeffectsof diminating subsidiesand
therepetitive-lossproblem.

FEMA'’ssecond NFIP challengeisto continueitseffortsto
better coordinate and integratethe NFIPwith FEMA’ s
relaively new nationd mitigation Srategy. Anemphasison
coordination should lead to synergy for anationa flood
mitigation strategy. The Ol G issued areport in September
1999 on the degree of compliancewith the* substantia
damage’ rule. FEMA isdeveloping aplan outlining the steps
that will betakeninresponseto the OIG’ srecommendations.
AP Goals M. 1.1 (mapping), M.3.1 (Flood Loss Reduction),
M.4.1 (Flood Insurance Policy Growth), M.5.1 (Repetitive-
Loss and Subsidy-Reduction Initiatives), and M.6. 1.
(Business Process Improvements) seek to address these
challenges.

Mitigation Program. FEMA facessevera challengesasit
workstoward an effective nationa mitigation strategy. Thefirst
istheinherent difficulty of inditutionalizing mitigation activities.
Mitigationisalong-term, sustained effort and itsbenefitsare
unlikely toberecognizedfor years. Thischalengerequiresthat
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FEMA, aswell asitspartnersat the Stateand local level,
developinnovativewaysto fund mitigation and ensurethat
mitigation becomesan everyday priority in disaster-prone
communities. Thisincludesensuringthat Stateand local
prioritiesarecons stent with and complement FEM A’ sNational
Mitigation Strategy. FEMA should berecognizedfor its
implementation of aconcept to proactively reducethe effects of
disastersthat bringstogether public and private sector partners
working toward community mitigation.

Second, themodernization of FEM A’ sHood I nsurance Rate
Mapspresentsaspecia challengeto FEMA. Approximately
50 percent of the 100,000 mapsarel0yearsold. Studies
indicatethat re-mapping would place thousands of additional
propertiesin Special Flood Hazard Areasand could trigger
mitigationinitiativesaswell asstimul atethe purchase of flood
insurance. FEMA initiated amap moderni zation program
estimated to cost approximately $750 million over the

next 7 years. TheOIG initiated an audit of FEMA’smap
modernization programin October 1999 and expectstoissuea
final reportin March 2000. AP Goals M.1.1 (flood maps),
M.2.1,2.2, 2.3, and 2.4 (disaster resistance) seek to address
these challenges.

National Security Support Program. FEMA hasrecently
been assigned akey rolein developing and maintaining a
national strategy to support terrorism-rel ated emergencies.
Numerousfedera agencieshaverolesinfederal action plansto
respond toterrorism but the Federal Bureau of Investigation
and FEMA arethelead federal agenciesfor domestic
operations. Presidential Decision Directive 39 establishesa
management control structurefor thefederal responseto
terrorist acts. It designatesFEMA thelead federa agency for
conseguence management indomestic terrorist events. The
Stafford Act empowersFEMA to direct other agenciesto
perform consequence management missionsin support of State
and local governments. GAO, in May 1999, reported (GAO/
NSIAD-99-135) that domestic consequence management
exercisesneed continued development. TheOIG plansto
beginaudit work in FY 2000 of FEMA'’ srelatively new rolein
terrorism-related emergencies. AP Goal P5. 1 seeks to
addpress this challenge.
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* Fire Administration Program. Inresponseto thefindingsof
the 1998 Blue Ribbon Panel that reviewed the United States
Fire Administration and the Nationa Fire Academy, the
Director appointed aChief Operating Officer to oversee
implementation of therecommendationsfor improving
management. AP Goals P3.1, 3.2, 3.3, and E.2.1(5) seek to
address these challenges.

Status of Management and Program Challenges
Identified in Previous Years

* Although someenhancementsarestill needed, FEMA hasmade
notableimprovementsinits property management system over
the past twoyears.

» By working closaly with Congressand by exercising itsextant
authority through thefedera rule-making process, FEMA has
madecritica stridesin streamlining itsdisaster assstancegrant
programs, consolidating itsemergency preparednessgrant
programs, and smplifyingitsbudget structure.

* FEMA published criteriafor disaster declarationsin the Federa
Registerin 1999. Thecriteriawere coordinated with Congress,
the Office of Management and Budget, and the Stateand local
emergency management community.
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